ese 





International Conciliation 


Published monthly, except July and August 
Entered as second-class matter February 13, 1935, at the post office 
at New York, N. Y., under the Act of March 3, 1879 


ECONOMIC CAUSES OF THE SECOND WORLD WAR 


By Deryck ABEL 


SPEECH OF FOREIGN SECRETARY EZEQUIEL PADILLA 
IN THE MEXICAN SENATE, MARCH 7, 1941 


THE ECONOMIC CONSEQUENCES 
OF A HITLER VICTORY 


By Mark ETHRIDGE 





NO. 370 


CARNEGIE ENDOWMENT FOR INTERNATIONAL PEACE 
DIVISION OF INTERCOURSE AND EDUCATION 
PUBLICATION AND EDITORIAL OFFICES: 

405 WEST 117TH STREET, NEW YORK CITY 


Subscription price 25 cents for one year, one dollar for five years 
Single copies 5 cents 











the 
the 
30, 
was 
sinc 
has 


For 
attit 
peat 
cons 
Pres 
Tim 
21, | 








535 


PREFACE 


A paper on the economic causes of the present world war given before 
the conference on Public Opinion and the War held at Dunford House, 
the Richard Cobden memorial at Midhurst, Sussex, England, on January 
30, 1941, is published in this issue of International Conciliation. The paper 
was written by Mr. Deryck Abel, a student of history of promise who, 
since his discharge from the British Army as a result of a serious wound, 
has resumed the study of modern diplomatic and economic history. 

The text of an address in which Senor Ezequiel Padilla, Secretary of 
Foreign Affairs of Mexico, recently gave an exposition of that country’s 
attitude toward the war and toward the defense of this hemisphere ap- 
pears also in this issue, together with the text of an address on the economic 
consequences of a German victory, delivered by Mr. Mark Ethridge, Vice- 
President and General Manager of The Courier-Journal and The Louisville 
Times, before the Retail Merchants Association of Louisville on January 


21, 1941. 


Nicuotas Murray BuTLer 
New York, April 15, 1941. 
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ECONOMIC CAUSES OF THE SECOND WORLD WAR! 
By Deryck ABEL 


The historic March of 1935 was a month of dark forebodings and lost 
opportunities. In that month the British White Paper foreshadowed large- 
scale rearmaments; France reverted from the one-year to the two-year 
system of conscript service, while Germany reimposed conscription and 
created an army of thirty-six divisions. But in that month also, after a 
plebiscite which had vindicated the authority of the League of Nations, 
the Saar territory was reincorporated in the Reich. Toward the end of 
March, 1935, Sir John Simon and Mr. Eden, in spite of the German 
withdrawal from the League of Nations and the Disarmament Conference, 
met Herr Hitler in person in Berlin and began the negotiations which 
resulted in the Anglo-German Naval Agreement. Two months later, Ger- 
many undertook to maintain a navy not exceeding 35 per cent of the size 
of the British Navy and 45 per cent in the case of submarines. 

In this same month, Dr. Nicholas Murray Butler, President of the 
Carnegie Endowment for International Peace, called together an inter- 
national conference of sixty-six statesmen, economists, historians, and 
distinguished bankers and business men from ten countries who met at 
Chatham House in London. The discussions took place in private in order 
that delegates from countries where a censorship existed might express 
their views frankly and freely. 

In addition to Dr. Butler and the Italian and German delegates, the 
members of the conference included M. Paul van Zeeland, Premier of 
Belgium; M. Jacques Rueff, Directeur-Adjoint du Mouvement Général 
des Fondes in the French Ministry of Finance; M. René Seydoux, Sous- 
Directeur de l’Ecole Libre des Sciences Politiques; Dr. E. Heldring, for- 
mer President of the Amsterdam Chamber of Commerce; and Mr. 
Frederic M. Sackett, former United States Ambassador to Germany. 
Several British statesmen, the Marquess of Crewe, Sir Austen Chamber- 
lain, Sir Herbert Samuel, the Marquess of Lothian, Mr. Arthur Hender- 
son, and Viscount Cecil took part. The contingent of economists, 
publicists, and historians included Dr. George P. Gooch, Mr. Francis W. 
Hirst, Commander Stephen King-Hall, M.P., and Professors W. A. 
Mackintosh of Ontario, Philip Jessup of Columbia University, Arthur 


1A paper given before a conference on Public Opinion and the War, at 
Dunford House. Midhurst, Sussex, England, on January 30, 1941. 
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L. Bowley, T. E. G. Gregory, Gilbert Murray, Lionel C. Robbins, and 
Sir Arthur Salter. 

After three days of discussion, the delegates drew up four resolutions, 
which were passed unanimously. 

The first resolution recommended consultation between the United 
Kingdom and the United States of America, the world’s greatest creditor 
nations, “for the purpose of agreeing upon measures to enable the debtor 
nations to meet their obligations in goods and services and thus of ma- 
terially assisting in the work of creating stability and restoring confidence,” 

Furthermore, it urged the formation of low tariff or free trade unions 
on the model of the Ouchy Convention and it approved the decisions of 
the Montevideo Conference. 

The second resolution advocated an arrangement between the govern 
ments of France, the United Kingdom and the United States on the pro- 
visional stabilization of exchange on the basis of gold, allowing for any 
necessary changes and with a view to the establishment of a stable world 
gold standard. 

The third resolution expressed vigorous support of all policies seeking 
to augment the authority of the League of Nations and the Pact of Paris, 
to develop the habit of the judicial settlement of disputes by using the 
Permanent Court of International Justice, the Permanent Court of Arbi- 
tration, and commissions of inquiry and conciliation. It also recommended 
cooperation between nations to raise the standard of social well-being, to 
check the armaments race, to arrange for continuous consultation as the 
best safeguard against war, and, finally, if restraints upon aggression be- 
came necessary, to take such economic measures as would render military 
sanctions superfluous. 

The fourth resolution recommended that the Trustees of the Carnegie 
Endowment for International Peace and the Officers of the International 
Chamber of Commerce should sponsor a commission to make a survey 
of all aspects of international economic relations in order to promote their 
better understandings by the peoples. 

Let us consider the environment of this conference and the reasons why 
its recommendations were frustrated and why Europe was plunged into 
a new and more terrible Armageddon four years later. It is, of course, a 
commonplace that the change of atmosphere from one of peace and inter- 
national cooperation early in 1929 to one tense and charged with electricity 
in 1935 was in no small measure due to the substitution in Germany of a 
Fascist régime with its own distinctive ideology for the republican Ger- 
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many of Stresemann and Briining, the Germany that was willing to be, 
in Talleyrand’s phrase, “‘a good European.” In consequence of the internal 
events in Germany during 1933 and 1934, British public opinion, hitherto 
more or less genuinely attached to the doctrine that internal régimes 
should not prejudice international relations, and, indeed, more sympa- 
thetic than any other to the German people in their distress, underwent a 
tremendous revulsion of feeling during a period of only eighteen months. 

The main factors that led in January, 1933, to the change in the spirit 
and structure of the German Government were two. The first was psy- 
chological—the dissatisfaction and resentment prevalent throughout Ger- 
many after the Treaty of Versailles—a treaty whose injustice among the 
treaties of the last century was exceeded only by that which Germany 
dictated to Russia at Brest-Litovsk in 1917 and that which the Allies 
dictated to Hungary at Trianon in 1920. One of Germany’s complaints 
was that at Versailles she was promised that her immediate disarmament 
would be followed by that of the Allies. The promise was not kept. But 
even so, the National Socialist Party had been campaigning against Ver- 
sailles for ten years and yet it was losing seats at the time when the eco- 
nomic blizzard began to sweep across the Atlantic from Wall Street in 
1929. 

The second factor then was economic. The insane warfare of economic 
nationalism continued long after the Peace Treaties were signed. This 
warfare intensified with the French march into the Ruhr in 1923, with 
the collapse of the mark and the consequent ruin of the German middle 
classes whose welfare was essential to the success of the Weimar Repub- 
lic. Then came the Fordney-McCumber and other high tariffs in the 
United States of America, the British Import Duties Act of 1932, and the 
quota struggle between Britain and her. French ally. The movement cul- 
minated in the Ottawa Agreements of September, 1932, when Viscount 
Snowden, Sir Herbert Samuel, Sir Archibald Sinclair, and eight others 
left the National Government in protest. 

In his last speech as British Ambassador to the United States the Mar- 
quess of Lothian, who himself resigned the Undersecretaryship for India 
and left the Government with his fellow Liberals in 1932, declared: ““The 
triumph of Hitler no doubt grew out of the despair which settled on 
central Europe in the long years of the war, defeat, inflation, and revolu- 
tionary propaganda, and which grew out of the unemployment and frus- 
tration which followed the absence of any real unity in Europe; the sudden 
restriction of immigration overseas and the attempt to combine the collec- 
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tion of reparations and war debts by the Allies with the imposition of 
unjust tariffs after the war. That was what gave Hitler his chance.” 
The Ottawa Agreements erected round the British Commonwealth a 
Maginot Line bristling with an economic armament of tariffs and quotas; 
but, unhappily, it was a Maginot Line which could not be circumvented, 
for it had no abrupt end, no Montmédy. The United States and the vast 
French Empire had even higher Protection. These imperial tariffs provoked 
a new thirst for colonies. The land surface of the globe comprises sixty. 
eight States, which cover fifty-five million square miles. Sixty States 
possess only one third of the earth among them; the British Empire alone 
possesses one quarter. Altogether, the six empires of Britain, France, the 
United States of America, Belgium, Portugal, and the Netherlands have 
a total area of twenty-three million square miles and a population of seven 
hundred seventy millions. Excluding British India, these six empires have 
a total area of over twenty-one million square miles and a population of 
four hundred twenty millions. Obviously, the discriminatory system of 
colonial preference intensified the colonial demands of the hungry powers, 
who, in the days of British Free Trade, had been benevolently disposed 
toward a Britain which maintained the policy of the open door over one 
quarter of the earth. The “Have-nots” did not possess the gold to buy 
what they wanted, and the “Haves” refused to take their goods in the 
vain imagination that they could sell without ever buying. No wonder the 
‘‘Have-nots” began to argue that even the risks of war were preferable 
to those of starvation; no wonder Herr Hitler could cry: “We must ex- 


port or die’’! It was aptly said that the road to Addis Ababa began at | 


Ottawa. 

The Conference at Chatham House sought to direct all governments 
from the paths of autarchy and tariff warfare to those of freer trade and 
peace when it advocated the formation of unions for free trade or low 
tariffs. The practical model which the Conference followed was the Ouchy 
Convention of July 18, 1932, among the Netherlands, Belgium, and Luxem- 
burg. The three governments agreed first not to add to existing tariffs 
and then to reduce their tariffs against each other by 10 per cent each 
year for five years till a low general level was attained. They agreed that 
the treaty should be open to other States on the same terms, but the 
British Gov ernment, now Protectionist, led the way in demanding, in 
virtue of the most-favored-nation clause, the lower ‘tariffs of the three 
countries, without itself offering corresponding reductions, and so the 
treaty had to be abandoned. 
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Ever since Cobden negotiated the Anglo-French commercial treaty in 
1860 with Napoleon III, Free Traders have rightly regarded the most- 
favored-nation principle as the “‘sheet anchor’’ of Free Trade, and, indeed, 
as a most powerful influence upon the vast expansion of world commerce 
before 1914. It functioned so well that the reduction of a single duty 
would strike at privilege, monopoly, and exclusiveness everywhere, and 
serve to liberate the trade of all States with commercial treaties and auto- 
matically lower the tariffs of all nations (save revenue tariffs). “It is not 
Free Trade between any two countries that is the true aim,” wrote John 
Morley, “but to remove obstacles in the way of the stream of freely ex- 
changing commodities, that ought, like the Oceanus of primitive Geog- 
raphy, to encircle the whole habitable globe.’”” When the fiscal policies of 
governments are actuated by broad and liberal principles, the clause works 
well. But the new systems of discriminatory quotas, roundly condemned 
by the Chatham House Conference, were themselves incompatible with 
the most-favored-nation clause. Our Protectionist Government, which had 
raised tariff barriers against the whole world and which, by its so-called 
Abnormal Importations Act and Import Duties Act had already struck 
heavily at the Netherlands and Belgium, invoked the most-favored-nation 
clause in order to defeat the attempt by three smaller States to free com- 
merce among themselves. 

In 1937, after more gallant endeavors by the statesmen of the seven 
little democracies of Northwestern Europe, and after conciliatory words 
and deeds by M. Bastid, the French Minister of Commerce, the govern- 
ments of France and Britain invited the Premier of Belgium, M. Paul van 
Zeeland, one of the delegates at the Conference at Chatham House, to 
visit most of the capitals and to draft a report on the subject of freer trade. 
His mission had the blessing of M. Léon Blum and even of Dr. Schacht, 
and he performed his task admirably. The Japanese Foreign Office spokes- 
man declared that Britain, the greatest of the colonial and trading nations, 
held the key. But our Government pretended that it had thrown away 
the key. Paying lip-service to the most-favored-nation clause, Mr. Stanley 
Baldwin objected that a Free Trade entente would involve its modifica- 
tions. Mr. Baldwin also asserted that practical results would come only 
from bilateral agreements. Actually, the Runciman Agreements had so 
far yielded few results and they were seldom of much practical value. 
The only statesman successful with bilateral agreements was Mr. Cordell 
Hull, who claimed with justification that his treaties with Canada and 
Cuba were essentially Free Trade agreements. The Anglo-American Trade 
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Agreement achieved a certain degree of success, but the vested interests 
behind the policy of Ottawa blocked the way to world economic coo 
ation and world peace. Mr. Neville Chamberlain, who had said that Free 
‘Trade was as dead as mutton and who had asserted that Britain would 
remain Protectionist even if all the world went Free Trade, never realized 
until after war broke out in 1939 that Free Trade and peace were one 
and the same cause. It was then too late. 

The words of Richard Cobden at the Covent Garden demonstration on 
September 28, 1843, were never truer than today. He said: 


If I were not convinced that the question comprises a great moral principle, 
and involves the greatest moral world’s revolution that was ever yet accom- 
plished for mankind, I should not take the part I do in this agitation. 

Free Trade! What is it? Why, breaking down the barriers that separate 
nations; those barriers, behind which nestle the feelings of pride, revenge, 
hatred, and jealousy, which every now and then burst ‘their bounds and de- 
luge whole countries with blood; those feelings which nourish the poison of 
war and conquest, which assert that without conquest we can have no trade, 
which foster that lust for conquest and dominion which sends forth your | 
warrior chiefs to scatter devastation through other lands, and then calls them 
back that they may be enthroned securely in your passions but only to harass 
and oppress you at home. 
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SPEECH OF FOREIGN SECRETARY EZEQUIEL PADILLA 
IN THE MEXICAN SENATE, MARCH 7, 1941 


[A TRANSLATION] 


Mexico will uphold the doctrine of continental solidarity just as stead- 
fastly as the other peoples of the Americas, for by so doing she will defend 
her own destinies. The struggle for human liberties and international 
justice which constitute the essence of the doctrine of Pan Americanism 
is what has, through our stormy history, won for us unity and the cohesion 
of a common fatherland. 

In the halls where the Representatives of the people assemble, the 
names of our Insurgentes, of the champions of Reform, of the heroes of 
the Mexican Revolution, are writ in letters of gold. This is as it should 
be, for they themselves had first inscribed on their banners the liberties 
of their people. The dream of the Mexican people has ever been freedom 
of belief, freedom of thought, and freedom to live their own life. They 
have always thirsted to shake off the iron hand of the tyrant. One thing 
we have learned in our painful ascent of the steep and rugged mountain of 
our social struggles. This is that economic justice, the recapture of our 
most cherished social rights, must not be sought in the dark and gloomy 
paths of dictatorship. Nothing can ever make amends to the hearts of men 
for the loss of their liberties. To us democracy means a sure and certain 
instrument for achieving the ends of justice. We may, therefore, safely 
assert that it does not often happen, when humanity is called upon to 
adopt a decision, that the paths of duty and of national interest that 
Mexico must follow are as easily discernible as in this contest, in which 
the forces of despotism are locked in a death-grapple with the spirit of 
liberty. 

The history of Mexico, also, is the story of the defense of her sovereign- 
ty and of the ideals of justice longed-for by the nations. The bitter ex- 
perience acquired by us in our international wars with foreign powers 
leads us to entertain a hope common to all humanity, that a day will 
come when that false organization under which the world has hitherto 
lived shall be replaced by something better. Under the present rule inter- 
national outrage can easily be committed to the advantage of the strong, 
by iniquitously sacrificing the weak. 

The principle of the equality of all peoples and condemnation of the 
crimes committed by brute force are standards of international conduct 
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that have governed our whole existence. This fact is evidenced by Mexico’s 
history. It is unstained by aggression on our part and is hallowed by the 
sacrifices made by our country in the defense of its rights and integrity, 
We have at no time been an armed power, but Mexico’s voice, in in- 
ternational tribunals, has never abetted or countenanced injustice and has 
ever been raised in defense of the right. We protested against the de- 
struction of Abyssinia, from the rostrum of the League of Nations. We 
condemned the invasion of Austria; the outrages committed on Czecho- 
slovakia and Poland; the sacrifice of noble and cultured nations, like 
Finland, Norway, Denmark, the Netherlands, Luxemburg, and Belgium, 
Why did we do so? Because our attitude was a protest against wanton 
injury backed by force, because the Mexican people feel that international 
policies, unless based on justice and reciprocal respect for one another by 
the peoples, sweep away every hope of a Christian civilization founded on 
good will among men. How could Mexico ever be faithless to the teachings 
that have built up her history and are, besides, the best security for her 
future? Is there a single Mexican who can really believe that if this con- 
tinent were handed over to the mercies of the enemies of freedom, Mexico 
would be able to retain even a shadow of her sovereignty? Could we 
preserve even the slightest shred of moral authority, by allying ourselves, 
even though only spiritually, with the perpetrators of these international 
outrages against weak peoples, if the day were to come when violence 
was directed against us as well? What possible interest can inspire the 
senseless folly of those who, here in our Americas, hope for the triumph 
of the dictatorships? Can it be, perchance, a morbid desire to witness the 
cruel and arrogant exploitation of all the peoples by a single race of men? 
We are all familiar with that propaganda designed to blazon the pre- 
eminence of the Aryan race. History and science alike deny that such 
superiority can be the exclusive privilege of any one race. In our Ameri- 
can nations, there are men who uphold that Hitlerian doctrine. Are their 
souls sufficiently abased to admit the implied inference as to their own 
corresponding inferiority? Does the great body of our mestizo and Indian 
masses realize the contempt which would be their lot, in a world dominated 
by a race that deems itself superior to all other races of the earth? Such 
absurdities may only perturb the souls of those men who have, from the 
altar sacred to their fatherland, removed the founders of our nationality, 
to set up in their place and stead the strange gods of the dictatorships. 
So that we are defending our own historical doctrines, after all. 
Fortunately, we are not alone. These very principles form part of our 
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continent’s spiritual treasure-house. The coming years shall be as abundant 
springs, from which shall flow a new history; the history of the amphic- 
tyony of the peoples of the Americas, of closely knit Pan American unity. 

We proclaim that doctrine. As we march forward with flag unfurled, 
we scorn that mean and fatalistic resignation which certain skeptical and 
negative spirits would fain adopt. We overflow with the strength of our 
convictions, with the certainty that we are defending a noble cause. Nor 
are we unaware that tremendous efforts will be made to cause a split in 
our ranks, to provoke animosity and discord in our midst. 

As attempts to sunder that spiritual unity that binds us to the other 
Latin American peoples are foredoomed to failure, efforts will be made 
to stir up resentment and ill feeling toward the United States. We must 
resolutely face everything that this implies. I aver that in this year, 1941, 
the United States has, by means of its consistently cordial and positive 
policies, succeeded in cementing Pan American confidence. I shall pro- 
ceed to review the outstanding proofs of this fact. In the first place, we 
have the policy of the Good Neighbor, as set forth by Mr. Roosevelt in 
his inaugural address, March 4, 1933. A few months after that, in a dis- 
course delivered before the Woodrow Wilson foundation, he restated his 
policy, strengthened by argument. This was in December, 1933. Shortly 
afterward came his speech to the Congress of the United States, in Janu- 
ary, 1934. Some time later, he delivered another address in the City of 
Cartagena, Colombia, in July of that same year. Finally we can point to 
the vigorous reassertion of the policy in question, in his recent campaign 
in behalf of the common defense of democracies. 

As seconding that attitude we may mention the different addresses de- 
livered by American statesmen. Among these the Vice-President, Mr. 
Wallace, and Mr. Cordell Hull, the Secretary of State, take first place. 

Since the year 1933 the United States has taken an active part in the 
drafting of several international instruments, of enormous significance 
from the Pan American standpoint. I shall only mention the International 
American Arbitration Treaty; the Pact of Nonaggression and Conciliation; 
the Convention for the Prevention of Controversies, and the Inter-Ameri- 
can Convention on Good Offices and Mediation. 

In the year 1936, at the suggestion of the United States, the Inter- 
American Conference for the Consolidation of Peace was held at Buenos 
Aires. At it the American delegation signed the Nonintervention Protocol 
proposed by Mexico, as additional to the Convention on the Rights and 
Duties of the American States. 
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Both at that Conference, and at subsequent meetings of the Pan Ameri- 
can Union, and also in declarations and addresses, the Monroe Doctrine 
has been given a multilateral interpretation. It is no longer construed 
unilaterally, something which for many years made of it a ground for 
intercontinental disquiet. 

In May, 1934, the United States relinquished the privileges to which it 
was entitled under the Platt Amendment. These had given it the right to 
intervene in Cuba. Later, in August of that same year, in fulfilment of a 
promise made by President Roosevelt when he passed through Haiti, the 
last American forces still on the Island were withdrawn. 

All these things made it possible for the Lima Conference and the 
Meetings of Ministers of Foreign Affairs held at Panama and Habana to 
assemble in a new spirit of confidence and continental solidarity. 

However, Fifth Column tactics will not rest in their attempts to foster 
discord between us. They will plunge their torch among the dry timber 
of international resentment. They will do their utmost to sow the seeds 
of suspicion and distrust, as regards the doctrines of Pan Americanism. 

It is true that even the finest doctrines may often serve to cloak the 
basest intentions. The principle of nationalities, the theory of the balance 
of power, in Europe, during the eighteenth and nineteenth centuries served 
as pretexts for the commission of international crimes. 

To this argument we must answer that this is not the time to indulge in 
speculation, for we are living through moments full of tragic import. The 
time has come for faith, not futile doubt. In times like these, patriotism, 
as rightly understood, must not be founded on distrust and suspicion. 
Policies based solely on rancor for things that are past and done with 
would be policies paralyzed, blind, and conservative. The noblest features 
of a civilization are built up on oblivion of feelings tending to estrange 
the peoples. Our world would never, if it were otherwise, be able to lift 
its eyes from the darksome jungle of evil passions. 

We must not seek as the symbol of our international existence Lot's 
wife, who was turned into a pillar of salt because she looked back at the 
flames as they devoured the sinful cities of the plain. Rather must we 
seek Pallas Athena, the Goddess of Democracy. She boldly faces the 
danger, and from her spear the rays of the sun of freedom are brightly 
reflected. 

International existence is not compounded of romanticisms, but of actual 
realities. So that the strengthening of an international common purpose is 
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the best foundation for our mutual interests. The structural differences 
existing between our various nations, far from being causes of estrange- 
ment, are cumulative forces that work for unity. 

That which has, in the United States, reached saturation point, in our 
Ibero-American peoples is wide open opportunity. 

A wise Pan American policy should coordinate our spiritual resources. 
To bind together techniques, science, and creative capital, supplied by the 
former, with the enormous potential resources and splendid opportunities 
offered by the latter is an objective easy of achievement, without appeal 
to violence, or disregarding the claims of brotherhood. It will not only 
rebound to the benefit of that physical power that shall make us invul- 
nerable in the military and in the economic sense, but also serve the loftiest 
ethical ends of our civilization. This is what makes us feel certain that it 
will be possible to establish closest unity and friendship in these our 
Americas. We must have faith in the virtues of sincere collaboration. The 
cause of the defense of our continent does not imply either one-sided ad- 
vantages or sacrifice, for this would otherwise be its denial. 

Solidarity when danger menaces involves solidarity when it comes to 
enjoying the blessings of peace. This means loyal cooperation based on 
cultural and economic interchange for the spread of civilization, of ef- 
fective democracy, and of prosperity, more especially among the peoples 
of the Americas. 

We must, on the other hand, have faith in the value of democracy. The 
principles of democracy, by spreading beyond the frontiers of all nations, 
and on being raised to the heights of an international standard, are the 
only factors that will be able to consolidate, not an insincere union, fraught 
with danger, of resentful nations, but a firm and decided confederation of 
sovereign peoples. Because democracy is not merely a system of politics; 
it is a philosophy of life, that informs all its activities and which is abso- 
lutely essential to Pan American existence. 

Personal dictatorships adjust their actions to rules of secret ambition 
and open hostility, that are their allies in war. Democratic systems seek 
the straightforward paths of law, good will, and mutual respect, as their 
allies in peace. 

The war now raging in other regions of the earth will surely come to 
an end, just as we who now gaze at it with intense distress shall also have 
our end in time. There is something that will not, however, have an end. 
This is the armed menace that will continue to hang over the continents, 
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over and above any possible truce. Neither will that deep longing for 
peace based on justice, that inspires the bleeding heart of humanity, cease 
to exist. 

The history of these coming times will be marked by a fight to the 
death between the dictatorships, eager to subjugate the whole earth, and 
the democracies that uphold the freedom of mankind. This fight will not 
last one year only, it will be a struggle extending over a generation, 
Haply over several generations. The star of permanent peace has sunk 
for a long time below our visible horizon. 

America’s destiny is to take part in the fray. The people of Mexico, 
with full consciousness of the cause they are embracing, are firmly re- 
solved to share that destiny. We must, therefore, prepare. We must reso- 
lutely cooperate with one another, not for aggression against any people 
of the earth, but for the defense of this hemisphere. We must hold it up 
as an example, and as the best hope for a world in which brotherhood and 
justice shall finally prevail. Our nations must dwell together under the 
reign of law and the right. To fight under the banner of the freedom of 
mankind, is deemed a luminous privilege by the sister nations of the 
Americas. 
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THE ECONOMIC CONSEQUENCES OF A HITLER VICTORY! 


By Mark Erurince 


It is not possible to minimize the moral and spiritual implications of what 
is happening in the world. To me, and I am sure to most of you, those 
factors are important enough without consideration of economics to justify 
us as a nation and as a people in doing anything we possibly can to stop 
Hitler. 

We are already at war with the Nazi philosophy. Although Hitler calls 
it a revolution of young nations and young peoples against old and de- 
cadent nations, we have already recognized it for what it is, a bestial 
revolution against all the freedoms men have won through centuries of 
sacrifice. There is no new idea in this so-called “‘new order,” in what 
some people in this country call the “wave of the future.” It is in reality 
a wave of the past, a delirium tremens of specters of the Inquisition, of 
medieval tortures, Roman legions, pogroms, vigilantes, and Ku Klux Klans. 
It represents all the bad things we thought we had outlived in our march 
toward civilization. 

In all the centuries since the Renaissance human beings have been de- 
nying with their blood that one man was master of the world or that one 
man should be master of the world. And through all these struggles we, 
the people, have won some things which we regard as simple and funda- 
mental and which are indeed simple and fundamental until somebody tells 
us that they are evidences of decadence—until Hitler, for instance, says: 
“The present government of the United States is in the last death rattle 
of a corrupt and outworn system which is a blot on this people.” 

No matter what Hitler says, we do believe in the free election of our 
rulers, no matter how we have distorted the idea. We believe in the digni- 
fied right of petition for redress of grievances, in free assembly, trial by 
jury, freedom of speech, freedom of the press—not the right of a news- 
paper publisher to hand you propaganda but your right to see that in your 
news columns the absolute truth is told you. We believe in the right to 
worship God as we please. Besides these things which we have incorpo- 
rated into the Bill of Rights, we believe in and will fight for a great many 
other things. We believe in the right of the mind to explore for itself as 
opposed to the doctrine of gleichshaltung. We believe that the purpose of 
science is to create for use and not for destruction. We believe in the 


1 An address delivered at the annual dinner of the Retail Merchants Asso- 
ciation of Louisville, January 21, 1941. 
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right to go our peaceful ways without that fear and hate and suspicion 
of our fellow man which are the by-products of the Nazi philosophy. We 
believe we have a better destiny than to live in fear of an international 
gangster whose methods and philosophy differ in no respect from those 
of Al Capone. We believe in a better destiny for our children than to 
send them marching into a raw barbaric struggle to take away what some- 
body else has. 

We believe in those things and a great many more which constitute 
freedom and liberty, but let us brush aside all the moral implications of 
these things and take for a text what Mr. Kennedy said last Saturday 
night: That it is the duty of a nation in formulating its foreign policy to 
regard its own selfish interests as primary. I am willing to take that 
literally and to say two things from it: 

First, that Mr. Kennedy displayed less sense of realism than any day- 
dreaming professor who has ever been derided for the academic approach, 
It was a fantastic and contradictory approach, because his mind told him 
one thing and his emotions another and he could not make a choice. 

The second thing is that if England goes down we face against terrible 
odds the greatest economic war the world has ever had, a conflict per- 
haps more disastrous than all the wars and depressions rolled into one. I 
am no prophet of doom, I am no prophet of any kind, and any man who 
speaks with dogma in these days is foolish. But all anyone has to do is to 
take the history of the past ten years, a few quotations from Hitler him- 
self in Mein Kampf, and a few quotations from his ministers, to see what 
is foretold. Even Kennedy confessed that such a prospect was terrible 
but he airily brushed aside any discussion of the economic consequences 
of it. I say that the prospect is so terrible that it subordinates and should 
subordinate all considerations in our minds of increases in business, of 
defense-spending profits, business as usual, or any nostalgia for the old 
order as we have known it. 

It is literally true, I believe, that if Hitler lives we shall be playing 
table stakes for our life as a free nation. Since I believe that to be true, I 
believe strongly that it is almost criminal not to try to understand the 
implications of a Hitler victory. I propose to bring you the evidence, but 
first as business men let us undertake to assay the European business man’s 
responsibility for the situation as it exists and the American business 
man’s responsibility to see that no such situation comes about here. 

We are accustomed to saying that the Versailles treaty and the treat- 
ment of Germany after the war are the sources of all our troubles. They 
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are in the background, as is the world-wide depression, but the people 
who actually brought Hitler to power were the publishers and the business 
men of Germany. There were four men more responsible than any others 
for Hitler—Hugenberg, Ulistein, Thyssen, and Krupp. In the election pre- 
ceeding his January ascent to power Hitler had lost to Hindenburg and 
had lost about eighteen or nineteen seats in the Reichstag. Goebbels has 
confessed since that the National Socialist Party was out of money, but, 
largely through fear of the Social Democratic Party and communism, 
through fear of what might happen if the Social Democratic Party re- 
mained in power, Krupp and Thyssen and Von Papen got together and 
pulled the coup that put Hitler in power. They had a saying in Berlin in 
those days (and I was there in the early days of 1933): “It will not be 
served up as hot as it is cooked”; in other words, the same attitude that 
the business and professional people of Louisiana had toward Huey Long 
in his early days: He will not do all he threatens to do. 

At the same time these men had their counterparts in England. You 
must remember that in control of England for ten years were two iron- 
masters, Baldwin and Chamberlain. Baldwin and Chamberlain and their 
adherents feared above everything else disruption of trade. They feared 
unbalancing the budget even though unbalancing the budget was the only 
way to protect England. They feared changes in the established order. 
They feared the loss of business control over government. They feared 
that business and industrialism of England might have to take their rightful 
places as part of the established order rather than as the dominant factor 
in England’s government. When the whole history of what has happened 
has been written the business men of Germany and England, and I specify 
the industrialists and newspaper publishers of both countries, must take 
the trémendous responsibility for the situation as it exists today. 

But there is no reason for us here to make the same mistake. There are 
those who say, “We can get along with Hitler, we can trade with him.” 
Anybody who thinks we can trade with a Hitlerized continent except on 
Hitler’s terms and by his methods is either a plain fool or an ignoramus. 
We have a picture of the man and his character; we have the story, written 
by Ullstein and Thyssen and a hundred others of what happened to the 
trusting business souls who embraced the viper of nazism; we have the 
pattern of what he has done to countries which he has already overridden 
and the blueprint of what he proposes to do when he becomes master of 
the world. We have in his own words his contempt and his plans for 
America. 
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Let us examine his character for just a moment on the assumption that 
we must do business with him if he wins. I quote his own words: “There 
is no such thing as truth, either in the moral or in the scientific sense. . . , 
Providence has ordained that I should be the greatest liberator of humanity, 
I am freeing men from the dirty and degrading self-mortification of a 
chimera called conscience and morality, and from the demands of a free- 
dom and personal independence which only a very few can bear. ...] 
make use of all means that seem to me to be of service, without the slightest 
concern for the proprieties or for codes of honor. And if people come 
blubbering to me—complaining that I am breaking my word, that I am 
paying no regard to treaties, that I am making a practice of trickery and 
deception and misrepresentation, I reply, ‘Well, what of it? You are free 
to do the same. Nobody is preventing you.’ ” 

As to what happened to the business men who did embrace him I would 
like to cite a few cases—Hugenberg, once owner of six hundred papers 
and motion picture houses, hasn’t been heard of since 1934; the Nazis 
own all of the motion picture houses and most of the newspapers of 
Germany. Ullstein, who recently wrote an article in the Saturday Evening 
Post, once published the largest magazine on the continent and a number 
of newspapers, one of which was taken over by his Nazi elevator man. 
Thyssen, after fleeing Germany and having all his property confiscated, 
has been turned over to the Gestapo by the Vichy Government; he raised 
money for the Nazi party. 

I want to read you the words of T. Graydon Upton, an American 
banker who for six years represented the Bank of Manhattan in Germany 
and England. Here is what happens to business under a man of the Hitler 
type: 

In retrospect the business mind of Germany showed an abysmal political 
ignorance and the same underestimation and misunderstanding of national 
socialism as a movement, and the same overestimation of its own power to get 
along with it, as was afterwards shown in the international field by the 
business men of Europe and England. This underestimation of national social- 
ism by business men has been an important contributing factor to its inter- 
national progress. 

Within six months’ time German business men were cruelly disillusioned, 
although many of them up to the war still consoled themselves with the 
thought that national socialism would outgrow its unfortunate antibusiness and 
revolutionary aspects. Their books were opened, their taxes re-assessed, heavy 
fines imposed for mistakes of long years past, and Nazis put in controlling 
positions in office and factory. They found themselves involved in a maze of 
import restrictions and vetoes, of foreign exchange supervision, of raw ma- 
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terial distribution boards, of price controls, of inability to hire or fire far 
beyond any restrictions formerly imposed by the trade unions. They were 
forced to invest in this, and forbidden to spend treasury funds for something 
else. They found that in order to get delivery of copper tubing, they might 
have to agree privately, and at risk of a heavy fine, to buy useless other 
material. They might be ordered to utilize their reserves to build a factory 
for the production of some apparently superfluous product, or by a method 
which was distinctly unprofitable. As for example, Krupps had to subscribe 

rt of its reserves for a plant for the production of artificial rubber, or as 
shares in the Herman Goering Iron Works for the utilization of unprofitable 
low grade ore. They found themselves in a situation where the chief initiative 

ssible lay in willingness to disregard, with risk of jail, decree and laws, and 
where half of business correspondence was taken up with seeking clarification 
or official permissions. . . . 

In Germany the general manager and executive vice-president kept his job 
but was told where and what raw materials to use, what products to manu- 
facture and by what process, what price to sell them at, and how to use the 
cash income. If his working capital was excessive he was “requested” to make 
a party contribution. Indeed even before the war broke out it was no longer a 
joke to suggest that the chief difference between the German and Russian 
systems was the temperature in Moscow. 

This, however, was not the most important development for business, for 
after all it was an alteration in structure which to some extent might have 
been foreseen. The real change was not expected and was much more subtle. 
This was in the position of the business man socially and as an influence in 
the development of the economic structure. This development was brought 
about by a political hierarchy which, once established, ousted business influ- 
ence and developed its own plans with its own economists and its own busi- 
ness advisers. Business was put definitely on the outside and in the position 
of having to ask and pay for not only favors but in many cases the ability to 
continue operations at all—rather than in the position of control to which it 
had so long been accustomed. Concerns of all sorts found themselves seeking 
contact men, influence through party officials, ability to get to the right people 
in control of the various departments, and in all cases the right people were 
members of the party. and usually those whom previously business men had 
considered their distinct social and intellectual inferiors. 

A factory manager not only had to attend a social evening to bring about a 
spirit of unity with his employees, but might find himself reported by a day 
laborer who was a party member for failure to sing the “(Horst Wessel Lied,” 
or for having omitted a “Heil Hitler.” This you must understand, took place 
in a country which never had the democratic traditions of the United States 
or the friendly paternalism of England. In other words, whatever a business 
man had to put up with previously from the labor unions or from a difficult 
government, at least he still held the position in his business and in society to 
which his family background, his hard work, and his accumulated capital en- 
titled him. Now this suddenly disappeared. No longer was the criterion of 
social distinction that of family, money, or business position, but entirely one 
of party membership and length of service in the party. Not only was a busi- 
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ness man relegated to an inferior table and room in his favorite hotel and made 
to put up w ith any unpleasant remarks that a storm trooper in a brown uni- 
form might choose to make, but the control of his own factory, where accord- 
ing to the dictates of leadership of the new type he was theoretically supreme, 
actually depended upon his relations with the various party officials in charge 
of coordination within the works, and whether his influence with the local 
party boss was equal to theirs. In addition to this, domestic graft and corru 
tion grew like a rank weed. All the husky street fighters of National Socialism 
now in the seats of power considered a share of the loot their reward for 
victory. In all cases the business man was on the paying end of the line and 
there was no one except the party to whom he could appeal. In this respect 
it was a super Huey Long machine on a national scale but with no chance of 
being removed from power. 

This ascendancy of party members over nonparty members, their power 
to interpret as individuals and not by law what action conformed to the national 
interest and what did not, to be the one ruling factor in all aspects of business 
and industrial life, cannot be overestimated. It was as if the divine rights of 
kings, popes, and income tax investigators had suddenly descended on Heinz 
Schmidt, unemployed bootblack. 

We know the kind of man that Hitler is, we know what he has done in 
Germany to business; we also know what he has done in the occupied 
countries and what he proposes to do in his policy of Grossraumwirtschaft 
—the “large room economy’’—which he has already set in motion. The 
treaty in 1939 with Rumania gave us an idea of how he operates. Ru- 
mania agreed under pressure to a long-term program to integrate Ruma- 
nian economy with the German market. Rumania was to produce oil, 
copper, manganese, chromium, and other metals needed by Germany, 
raise the production of vegetable oils and develop industries based on 
processing local raw materials and agricultural products. There was to 
be no competition with German industries. The world was still naive 
enough to believe that was only a peaceful trade treaty until the new plan 
unfolded—as it has since unfolded. 

That plan is the integration of all life on the continent to the German 
rule. All manufacturing establishments in other countries that compete 
with Germany are to be dismantled. The other countries are to produce 
raw materials just as the South here does for the industrial East. Germany 
as a manufacturing and exporting nation is to have the life and death 
power over the rest of Europe and is to reap the benefit. Other countries 
are being and have been forced to give up their reserves of supplies and 
their capital. One method is that used in France, where the industrial area 
of north France has been taken over and the southern area has been gutted 
by Nazis. They ship potatoes in exchange for other products. They have 
fixed a price on the franc which has gutted or will gut France of every- 
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thing she ever had. The franc used to be worth about eight to one; now 
it is worth one twentieth of a Reichsmark by arbitrary decree. If I had 
the power to say “Your money is worth only half of what it was before” 
I could rob you of all your inventory. That is what is happening to 
Czechoslovakia and Rumania. Rumanian money is worth only half of 
what it was and consequently the oil and wheat of Rumania are bought 
by Germany for half of what she normally paid. Czechoslovakia has al- 
ready been robbed of $1,000,000,000 besides contributing a yearly tribute 
of $100,000,000 to help finance the war. In terms of Czech wealth that 
yearly tribute is equivalent to $3,000,000,000 or $4,000,000,000 of our 
money. 

Five hundred thousand Nazis poured into Czechoslovakia in 1939 and 
took over the key positions in banking, industry, and commerce. The 
Deutsche Bank and the Dresdener Bank took control of the two leading 
banking institutions. Jewish stores and industries were expropriated. 

With German marks, promissory notes, and Czech money stolen from 
banks, Nazis have obtained control of all worth-while plants, factories, 
and retail businesses, including Bata and the Skoda works. Movable property 
to the value of $76,000,000 of American money has been sent to Germany. 

It is important for us to keep in mind, in consideration of the economic 
consequences of Hitler’s victory, that Hitler is doing these things now 
because they are only part of his ultimate plan of which we have the chart 
in his own words. I am not as much concerned at the moment about 
physical invasion, although experts say that is possible, as I am about the 
economic consequences of the practice of this policy—I mean his im- 
mediate economic policy. 

In possession of Britain, Hitler would be ready for the next step, which 
is economic warfare upon us, with Latin America as the first battle- 
ground. It is nothing short of silly for anybody to say as Mr. Kennedy 
said that we have the protection of the Monroe Doctrine. A business man 
doesn’t have to take physical possession of his competitor. He can cut 
his rates so that even if he bleeds to death the competitor will bleed to 
death first. I think we are again foolish if we don’t take into consideration 
what Hitler’s aims in this hemisphere are. In May of last year the leading 
Nazis were called together for a speech at Hitler’s instance by Walther 
Darré and he gave a long harangue in which he said to the Nazis: “We 
are going to win this war and here are our aims.” 

He forecast the invasions of the Low countries and penetration of the 
Balkans. 


It will then be our duty (he said) to organize economically the territories 
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gained, which gradually will be included in the German area. We will intro- 
duce in our new “‘living space”’ completely new methods. All soil and industrial 
property of inhabitants of non-German origin will be confiscated without ex. 
ception and distributed primarily among the worthy members of the 

and soldiers who were accorded honors for bravery in this war. Thus, a new 
aristocracy of German masters (Herrenvolk) will be created. This aristocracy 
will have slaves assigned to it, these slaves to be their property and to consist 
of landless, non-German nationals. 

Please do not interpret the word “slaves” as a parable or as a rhetorical 
term; we actually have in mind a modern form of medieval slavery which we 
must and will introduce because we urgently need it in order to fulfil our 
great tasks. These slaves will by no means be denied the blessings of illiteracy; 
. her education will, in future, be reserved only for the German population 

of Europe. 

We have selected this form of slavery for several reasons. The most im- 
portant reason is that we are abolishing the gold standard and replacing it by 
work. This work must be as cheap as possible in order that our economic 
conquest may Spread extensively and rapidly. Our future generations must, 
even in peacetime, be educated in such a manner that, in case of necessity, 
they may be fit to defend strongly and energetically what we acquired. 

I have been asked about my opinion of America, especially the United 
States and the danger of this pseudo-democratic republic’s possible attempts 
to hinder us in our historical development. . . . We Germans have accounts 
which must be settled with this country. In this war, not to mention the last 
war, the United States holds all the gold of Europe, which was and indisputably 
is our property, Germany being the successive State of subjugated nations. 
The gold alone is practically of no value to us, but the insulting fact that 
something which God intended for us, which we were robbed of and which is 
intentionally withheld from us must not remain unpunished. 

The United States also will be forced by Germany to complete and final 
capitulation. Our superior industrial products will be sold at very low prices 
to the whole world, and will cause the United States to have not seven millions 
but thirty to forty millions unemployed. Mr. Rosefeld will then beg the Fihrer 
on his knees to purchase from the United States not manufactured products 
but raw materials at prices which we will dictate. The United States is at 
present so demoralized and so corrupted that, like France and England, it need 
not be taken into consideration as a military adversary. 


Let me give you another quotation, from Hitler himself: 


We shall soon have an S. A. [Sturm Abteilung] in America. We shall train 
our youth. We shall have men which degenerate Yankeedom will not be able 
to challenge. National Socialism alone is destined to liberate the American 
people from their ruling clique and give them back the means of becoming a 
great nation. 

I shall undertake this task simultaneously with the restoration of Germany 
to her leading position in America. . . . The German component of the Ameri- 
can people will be the source of its political and mental resurrection. 

I guarantee that at the right moment a new America will exist as our 
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strongest supporter when we are ready to take the stride into overseas space. 
We have the means of awakening this nation in good time. There will be no 
new Wilson arising to stir up America against us. 


The following statement was made by Walther Funk, President of 
Reichsbank and Minister of Economics: 

A change in the United States present commercial policy and absentation 
from all interference with Germany’s trade with Latin America are the main 
prerequisites for the resumption and development of German-American trade 
relations after the war. The disposition of the United States stupendous gold 
reserve will play no decisive réle in the future of American trade with Europe, 
and the best solution for all parties concerned would be if the gold stored at 
Fort Knox would be taken to an ocean island which substantially was sub- 
merged by some elemental catastrophe. 

Gold will play no réle as the basis for future European currencies. The 


Reichsmark, based on work and not gold, will occupy the dominating position 


among currencies. The value of the Reichsmark will be naturally strengthened 
not only by Greater Germany’s accrued might but also because it will be 
free from the letters of unregulated foreign debts and the different valuations 
of the present varieties of marks.2 


In the light of such warnings, in the light of Hitler’s history, any 
American who thinks we can trade with him if he wins, or thinks trade 
structures will survive as they are, is a plain damn fool. Moreover, it is 
little short of treasonable for us as American citizens to ignore our vul- 
nerability. 

If Hitler wins we face not only a hostile Germany, we face a hostile 
or dominated world. Hitler will be in control of all Europe and with 
Mussolini, if he survives, in control of all Africa. Japan will seize what 
she wants in the Pacific west of Hawaii, including Malaya and the Dutch 
East Indies, and we will not dare stop her because the Axis powers will 
have a navy two and a half times the size of ours. What she does not 
seize, Japan will dominate economically. Russia will be the third great 
area. (Hitler shows he intends eventually to liquidate Russia.) The 
United States and Canada and the immediate Caribbean countries will be 
the fourth. The lineup would be this way: Europe west of Russia would 
have three hundred seventy million persons under Hitler with other mil- 
lions in Africa. Russia would have two hundred millions; Japan with 
China more than four hundred millions plus another two hundred millions 
of India, Malaya, Borneo, etcetera. The United States, Canada, and the 
Caribbean would be one hundred seventy millions. If there are two billion 





2 New York Times, July 26, 1940. 
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people in the world, as estimated, we would face many more than a 
billion of them hostile or dominated commercially and politically. Hitler 
would have then only to conquer us to dominate the world. 

Some superficial thinkers talk of hemisphere defense as if it were an 
actuality. It is not. From a military, economic, or political standpoint it 
presents very great difficulties and we are only in the stage of talking 
about it. I think it is highly doubtful if it can ever be achieved to the 
point where we are not vulnerable. In possession of all the factories of 
Europe, in possession of slave labor to man them, in possession of raw 
material from all over the world in such quantities that Hitler can do 
without ours if he has to, he stands a good chance of taking Latin America 
away from us. 

We are accustomed to thinking of ourselves as a great nation. We are, 
as compared with any other one nation, but if Hitler wins, the totalitarian 
powers will control 70 per cent of the world’s shipping, seven times as 
many shipyards as we, 10 per cent more steel production than we—and 
it is our great boast that we are the major steel-producing nation of the 
world. He can manufacture and sell goods much cheaper than we can. 
Any business man recognizes that danger. 

Axis powers would have control of foreign exchange and trade and of 
raw materials in Europe and Asia, including materials vital to our national 
life. They would control investments of stocks and equities in the Western 
Hemisphere outside the United States formerly held by the Dutch, Belgian, 
Scandinavian, Polish, Czech, and British nations. Through the control of 
the products we need; through ability to sell cheaper, unless we destroy 
our standards of living and go to coolie standards; through investments 
such as Britain’s in Argentina; through taking advantage of the fact that 
North and South America are not economically complementary but eco- 
nomically competitive, the Nazis have the perfect weapons for destroying 
us. British investments alone in Latin America are about $3,000,000,000. 
The Netherlands owns Dutch Guiana. Germany and Italy have vast in- 
vestments in Brazil. Against all these we have investments in South 
America of $2,847,000,000. Naturally the greater investment will give 
the Nazis greater leverage of influence in a war of capital and goods. 

Only about half of the strategic materials vital to our life and defense 
are available in the Western Hemisphere. There are fourteen listed by 
the Munitions Board, and only three of those are available in any quantity 
from Latin America and only half of them are available even in small 
quantities. I am not going to give you the list of those, but our outstanding 
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strategic deficiency is rubber. We use five hundred thousand tons annually 
and not more than ro per cent of our needs in rubber could be met in 
Latin America in less than eight years. For rubber, silk, chromium, and 
other things we would be entirely dependent upon the Axis powers. 

It is evident Japan and Germany can do what England tried to do in 
Hoover’s time—that is to put the price of rubber, silk or any other article 
to such a high that you would be subsidizing the cost of their foreign 
trade. What could we do in return? Not half as much as Germany can 
do to us, because she can get materials elsewhere. She will have almost 
the whole world to draw on. 

Our situation is even more vulnerable in terms of trade figures. There 
are those who say “Foreign trade is not essential, we can do without it.” 
That, of course, is a fallacy. Foreign trade is essential. The national in- 
come of the United States last year was $71,900,000,000. Our exports 
were about $4,000,000,000, our imports $2,500,000,000, a great part of 
it fruits and raw materials. That is 9 per cent of our national income, but 
those figures do not tell the whole story. Foreign trade is not merely the 
value of goods sold. It is interest on the money and freight on the trains 
and wages of men in the shops of the Louisville and Nashville who repair 
the cars and build the cars that haul tobacco, cotton, and coal to the 
market. It is the freight on ships and the wages of the men in the ship- 
yards who fabricate the ships and of the men who make the steel that 
goes into the ships. It is our economic life itself. 

More than that, when we say our imports are $2,500,000,000 we are 
not taking into consideration that the raw materials represented in that 
figure are converted into manufactured goods worth at least $5,000,000,- 
ooo, But foreign trade is even more than that. It is 40 per cent of the 
tobacco farmer’s income—and if you want to check into the effect of the 
loss of export markets look at the tobacco prices in Kentucky this year. 
(In tobacco prices this year, in decline of all agricultural commodities 
save one, there is a perfect basis for a depression, offset at the moment 
only by defense spending.) Exports represent between 50 and 60 per cent 
of the Southern cotton farmer’s income and a million seven hundred fifty 
thousand southerners live on the export of cotton to Japan, and Japan in 
line with the Axis policy of self-sufficiency and economic warfare, is now 
planting cotton in northern China to grow for three cents a pound instead 
of ten cents a pound as in the South. 

It is not a question of reducing each person’s standard of living by 9 
per cent. It is a question of depressing a great element of the population 
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and throwing it on relief and having to support it by still higher taxes, 
You could throw about seven or eight million people on relief by the logs 
of this export trade, if it continued. Even if we were economically self- 
sufficient we could not give up our foreign trade without destruction of 
our standards of living, without surrender of our social gains, without 
complete political chaos in the end. 
I don’t suppose anyone here questions the idea that governments ch 

with economic distress. If we are ever tempted to believe, like China, 


that we could live behind a great wall of economic self-sufficiency I hope 


we will remember the revolutions and agonies that China has had since 
she built her wall. We must fight Hitler whether we like it or not, no 
matter what the odds. 

Unfortunately, North America and South America are not comple- 
mentary economically. It would be a simple matter if we were already 
taking the great part of their raw products but we are not. Europe takes 
50 per cent and Asia and Oceania take 10 per cent. Only in the Carib- 
bean countries have we any great hold on South America. 

We take 45 per cent of their exports but even there we range from 60 
per cent of Mexico’s to 13.2 per cent of Venezuela. We take only 4 per 
cent of what Uruguay ships out; 30 per cent of what Brazil ships (nor- 
mally Germany takes about as much); about 8.5 per cent of what the 
Argentine sells and, contrary to the general impression, only about 20 per 
cent from the countries on the West Coast. 

It would cost the United States about two billions a year to underwrite 
Latin-American exports sold outside this hemisphere, but even then we 


would have to absorb, or find markets for, for instance, ten million more | 


bags of coffee; seven hundred thousand tons of meat when the Westem 
cattle grower has a surplus, too; a million five hundred thousand bales of 
cotton when we have a thirteen-million-bale surplus; one million nine 
hundred fifty thousand tons of wheat; two million seven hundred thirty- 
seven thousand tons of corn. 

Canada, too, has an export surplus of $780,000,000, much of it in com- 
petition with us. Besides, we would have to absorb, or curb, or find mar- 
kets for $2,500,000,000 of our own exports presently going to countries 
that would be dominated by the Axis powers if England falls. We would | 
wind up having to underwrite at least $5,280,000,000 of trade that is now 
going to foreign countries in order to pool for an economic war. We would | 
have to find $5,280,000,000 to add to a budget of $17,000,000,000, of | 
which $10,000,000,000 is a deficit. The people of the United States would 
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pay one third of every dollar they take in, in Federal taxes, to which you 
must add State and local taxes. 

I think it is clear that if Hitler wins (1) we shall inevitably have an 
economic war for our very life; (2) we shall be at a disastrous disad- 
vantage because he will have all of the experience of eight years of con- 
trolled economy and of a propaganda which has not been matched in the 
history of the world, and (3) because he will hold most of the cards of 
the raw materials which are vital to our very life. 

Our gold will serve little purpose because he and all his satellites have 
served notice that that war will not be on a gold basis, since he has no gold. 
Our gold at Fort Knox, contrary to the fetish, will not be our salvation. 
Gold is only the symbol of international trade and the token of adjust- 
ments between nations; it has no monetary value otherwise. If one nation 
buys more than it sells it pays the difference in gold. But when Hitler can 
go to Argentina and say, “I will take all of your wheat crop and I will 
give you in goods whatever you want in return,” then there is no place 
for gold. Our gold is worth only so much as we use it now to defeat 
Hitler. Japan will have no gold. Russia has very little in relation to what 
we have. Germany will have none. She can’t even get any from England. 
Hitler will say, and he will make it stick if he wins: “The notion that 
gold is money is an old wives’ tale and I will prove it to you.” And he 
will do it. 

We have alternatives with which to fight him. The Government can 
become the purchasing agent and the sales agent for all business men in 
the United States. That means the death of private importing and export- 
ing. We can try export subsidy and dumping. That means keeping the 
domestic price up and selling for anything we can get in foreign markets, 
paying the difference in taxes. We can resort to bilateral treaties. If 
Hitler wants Argentina he can say, “I will sell to you 50 per cent cheaper 
than the United States can sell to you.” He can juggle prices so as to 
make all the other nations in his Axis orbit pay the cost. But he will get 
Argentina on his side. We can cut our prices to meet his but again it 
comes back to the burden of taxation on you. We can give full powers to 
the President over our foreign trade, to manipulate tariffs, quotas, clearing 
agreements, to play, in other words, an international chess game with 
Hitler on the other side of the table. The whole economy of the United 
States will be thrown into one great pot to be regulated for economic and 
political purposes as Hitler has regulated Germany. 

If we get ourselves into a desperate economic war the only way we 
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could possibly win would be to abandon gold as a medium of exchange} the amt 
and resort to barter, with the consequent destruction of all we have} Comm 


gained through the one hundred seventy years of this country’s existence, The 
That would mean, too, a return to the imperialism we have renounced ig | victor) 
South America. There is no guaranty of success even then. to thro 


The only sure hope of our survival as a democratic nation and the only therefo 
hope of a return to a pretense of a relatively free flow of commerce— 
and, therefore, relatively stable internal situations—is to overthrow Hit. 
ler and his dreams of world victory. 

I have not discussed the political ramifications except to remind you 
that Hitler has never been content merely to trade with a country. He 
has insisted upon political domination of every country with which he has 
sought to trade, and even in Brazil in 1937 he sought to overthrow the 
government and put into power his territorial leaders. There will be no 
trade with Hitler by any country over which he has power economically 
unless he has political control at the same time. If he starts in South 
America—and he has agents all over the continent—he marches up this 
way. I think we have got to keep that in mind. 

We are going to have problems enough if it is up to us and Great 
Britain to reorganize the world. There will never be a return to the easy- 
going trade between nations that we knew before the rise of nationalism. 
Undoubtedly the world will have some kind of economic areas in which 
trade is conducted. But if Britain wins we would have an atmosphere free 
from power-lust and all the bad things Hitler represents, free of the de- | 
sire of men to dominate other men because they trade with them. We will | 
have an atmosphere cleared of all these things; in which we will havea 
chance to work our destiny out. We can fall as a nation if Hitler wins. 
We can life in relative peace and security if Britain wins. 


NOTE 


The foregoing does not pretend to be a contribution to original thinking. 
it is merely the assembly of information that is available to anybody. The 
quotations from Hitler are from Rauschning’s Voice of Destruction. The 
figures on what has happened in Czechoslovakia are from the Associated 
Press. The quotation from Walther Darré, German minister of Agricul- 
ture and leading Nazi, is from his famous—undenied—speech published | 
by Life and the North American Newspaper Alliance; the quotation from | 
Funk, Reichsminister of Economics and president of the Reichsbank, from | 
The New York Times. 1 am indebted to Foreign Policy reports and from 
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the annual reports of the Secretary of Agriculture and the Secretary of 
Commerce for other matter, particularly for trade figures. 

The endeavor was to state the economic problem posed by a Nazi 
victory. I am aware, of course, that we have intangibles such as ingenuity 
to throw into an economic war with the Nazis, but so have they. I left it, 
therefore, on the cold basis of material resources. 


M. F. E. 
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